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Food for Thought on International Trade 


Aner administration has an unparalleled oppor- 
tunity to take a fresh look at old problems. High 
on the list of questions that require a new approach 
is this one: What are we going to do about the lack 
of balance in our trade relations with the rest of the 
world? Since 1945 the United States has exported 
more than it has imported at an annual rate of $5 
billion. This figure is a rough measure of the so-called 
dollar shortage in the rest of the world; it is also a 
rough measure of the goods and services that we are 
lending or giving away. 

This imbalance in our trade creates problems both 
here and abroad. From the 


not likely, therefore, to be popular with taxpayers or 
recipients of aid. 


3. Increase imports. 


The third possible way to bring our trade into better 
balance is to encourage imports. This course, too, has 
its hazards. On the whole, however, it seems more 
practical than either of the others. 


Background of U. S. Trade Policy 


Most of our readers are familiar with the history 
of U. S. trade policy. In the 





point of view of the American 
taxpayer, it means that a size- 
able chunk of the money col- 
lected in federal taxes is being 
used to meet the dollar needs 
of other countries. It means 
too that more real wealth is 
going out of the country than 
is coming in. For many 
foreigners, it means they are 





late 19th century this country 
was, with good reason, a high 
tariff country. We owed 
money abroad, and needed an 
excess of exports over imports 
to cover capital payments and 
interest. Also, certain “infant 
industries” needed protection. 

As a result of World War I, 
the United States became a 
creditor rather than a debtor 








unwillingly receiving as a gift 
dollars which they would pre- 
fer to earn by selling goods and services to Americans. 

There are at least three ways in which our trade 
could be brought into balance. 


1. Reduce exports. 


The most obvious method would be a sharp reduc- 
tion in exports, which could be accomplished by cut- 
ting off all dollar aid. Then people elsewhere could 
buy only as much as they could actually pay for in 
dollars earned by selling goods here. 

One result would be a loss of markets for our numer- 
ous export industries, with consequent unemployment 
and dislocation. Another result would be damage to 
the economic strength of the nations now working to- 
gether to prevent a war with USS.R. Their ability 
to carry heavy military budgets would be diminished, 
and the health and welfare of their people affected. 


2. Continue to make up the difference between 
exports and imports by using dollars from the 
U. S. Treasury. 


Although few people think that foreign aid can be 
abolished in the immediate future, there seems to be 
widespread agreement that it should be reduced as 
rapidly as circumstances permit. This alternative is 


nation but our trade policy 
did not change accordingly. In 19382, in an attempt to 
insulate this country against the spreading depression, 
Congress raised tariffs. The repercussions were world 
wide, and instead of helping ourselves, we, and every- 
one else, were hurt. 

In 1934, with the Reciprocal Trade Agreements Act, 
Congress adopted a new trade policy. Responsibility 
for setting tariff rates was removed from Congress to 
the Executive, who was authorized to make limited 
reductions when other nations would do likewise. 

Limited reductions on a reciprocal basis, accom- 
plished by negotiating individual treaties with each 
country, remained the policy until 1947. In that year 
representatives of 33 nations met to agree mutually 
on tariff reductions and other measures to improve 
trade. The result of these negotiations is the General 
Agreement on Tariffs and Trade (GATT). 

Since 1934 tariffs have been substantially reduced. 
Our imports, however, are still much smaller than our 
exports. In addition, despite these reductions, there 
are at present tariffs on a considerable number of raw 
materials, the domestic supply of which is either in- 
adequate or altogether absent. 

In 1951, though what appeared to be needed was 
more, not less, freedom of trade, Congress added cer- 
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tain restrictions when it renewed the Trade Agree- 
ments Act. On June 30, 1953 the Act will again expire. 


Where Do We Go From Here? 


What will take its place? 

From many quarters there is a demand for a re- 
examination of trade policy. Among others, Life 
Magazine has called this one of the first items of busi- 
ness for the new administration. The McGraw-Hill 
Company, publisher of 40 business and trade maga- 
zines, is vigorously supporting gradual tariff re- 
ductions. 

Various business groups are stressing the importance 
of an early attempt to set up an orderly and effective 
plan for increasing imports. ‘“World trade,” says the 
Detroit Board of Commerce, “is a two-way street. We 
cannot forever continue to sell if we refuse to buy; 
nor is it wise to continue to give away the products 
of this nation, raw materials and resources, while re- 
fusing to accept payment in kind from abroad. This 
will only serve to impoverish our peoples, lower our 
standard of living, and deplete our natural resources.” 

The League of Women Voters is among those who 
have long supported the principle of freer international 
trade. In 1934, the League Convention decided to 
inaugurate a study of tariffs; in 1936, “Downward 
revision of tariffs’ was put on the program. Since 
1936 we have vigorously supported the Trade Agree- 
ments Act. In 1951, the League supported the Customs 
Simplification Bill, as a means of bringing more effi- 
ciency and order into the administration of tariff 
regulations. 

The specific measures that the League will advocate 
to the 83rd Congress await the development of mem- 
bership views. As a means of stimulating discussion 
on the subject, the VOTER is suggesting some ele- 
ments that might be part of a new trade policy. 

First, and perhaps least controversial, of these pro- 
posals would be to remove all tariffs on any com- 
modity which is in short supply in this country. The 
argument for this seems self-evident, yet at the present 
time there is a 10.9% duty on manganese, a 41.3% 
duty on tungsten, a 13.4% duty on bauxite, and similar 
tariffs on other critical materials. For all these ma- 
terials we are partially dependent upon foreign supply. 

The second proposal is that for an experimental 
period of five years the United States, without waiting 
for reciprocity, undertake to reduce tariffs across the 
board. This would provide a trial period long enough 
for businessmen at home and abroad to enter into long 
range planning and commitments. We would have 
time to find out whether such a bold stroke on the part 
of the U. S. would so improve and stimulate the whole 
pattern of world trade that we and everyone else in- 
volved would benefit. 

Third, if such a five-year reduction were tried, the 
U.S. should suggest to the nations with which we carry 
on a substantial amount of trade that if they want 
such a low tariff policy to be continued, they should 
make progress in the direction of removing quotas and 
other restrictions, and toward developing a single 
European community. 

Fourth, the federal government might make an 
aggressive effort—as part of an over-all policy of in- 
creasing imports—to aid industries which really can- 
not meet foreign competition. Aid in changing to a 
more profitable line of endeavor or in relocating 
workers could ease the transition. This idea was pro- 
posed some years ago by Mr. Paul Hoffman, when he 
was head of ECA. 


Fifth, Congress might repeal the so-called Buy 
American Act which requires the government to buy 
from U. S. firms except under certain special circum- 
stances. This legislation is out of date at a time when 
so many American dollars are being used for aid that 
might just as well be used to buy from foreign sources. 

Sixth, Congress might take steps to encourage 
foreign investment on the part of American business. 

Finally, Congress might enact the Customs Simpli- 
fication Act. This would probably increase imports 
by making things easier for foreign producers and 
American importers. 

These are some elements that could go into a 
reformulated trade policy. What do you think of 
them? What other ideas do you have on the subject? 
The VOTER will be delighted to hear from you. If 


possible, excerpts from letters will be published. 





IN MEMORIAM 


Mrs. William Hodson, Director of the Washington 
Office of the Carrie Chapman Catt Memorial Fund, died 
on October 13. Mrs. Hodson was devoted to public 
service and a long-time League member. During a year's 
serious illness she never lost her concern for the Fund 
and the welfare of the community. Her death is a great 
loss to all who knew her and to the work in which she 
was engaged. 











CORRECTION 


The correct address for Mrs. J. Hardin Smith, member of 
the Nominating Committee is: 


4 Litzsinger Lane 
St. Louis 17, Missouri 
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